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Mexican corporate giants Altos Hornos de Mexico (AHMSA) and seed company Seminis reached
separate debt-restructuring agreements with creditors during May that will force them to reduce
their operations but allow them to survive. Steel manufacturer AHMSA, which has been involved in
debt-restructuring proceedings for two years, agreed to hand over a large share of its operations to
creditors in exchange for a reduction of US$1.7 billion in debt.
AHMSA defaulted on loan payments to creditors in April 1999, which caused strong concerns in the
international financial markets. At that time, the company blamed its problems on an international
glut of steel and sluggish demand from its traditional customers in Asia and Eastern Europe (see
SourceMex, 1999-05-05). Subsequently, the company's efforts to merge operations with Mexican
competitor IMSA and Spain-based steel company Aceralia failed (see SourceMex, 1999-10-27,
2000-08-16).
Creditors to gain 40% share in AHMSA
Under terms of the agreement with creditors, US-based Bank of America and Mexico's BBVA
Bancomer agreed to provide AHMSA with US$530 million in capital in exchange for a 40% share
in the company. AHMSA creditors also considered the steel industry's request to the Secretaria de
Economia to impose emergency restrictions on imports from countries that do not have a free-trade
agreement with Mexico.
"The committee of creditors took into account the industry's request for government assistance to
prevent imports of steel into Mexico at unfair prices," sources for the creditors committee told the
daily business newspaper El Economista.
Orlando Loera, head of the bank steering committee and also an official with Bank of America, said
the creditors will be working with AHMSA to increase the company's profitability. "Now that we
are going to be partners...we hope that the company will soon be able to develop its strategic plans,
looking for windows and advantages in a solid financial environment," Loera told the Reuters news
agency.
Even though the steel market has been depressed, the banks found AHMSA attractive because of
the company's participation in the coal sector. AHMSA director Alonso Ancira said the company
has 1 billion metric tons of proven coal reserves, which could be exploited to meet the growing
demand for electricity in Mexico. "In the new opening in electricity that is being pushed by the
current government, it is very important for us to be beyond the debt suspension so that we are able
to participate in the development of the sector," Ancira said.
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Seminis is one of world's top seed producers
Seminis, a subsidiary of conglomerate Grupo Savia, also reached an agreement with creditors at
the end of May to restructure US$310 million in debt. Seminis, formed by Monterrey businessman
Alfonso Romo Garza, is one of the world's largest seed companies. Like US counterparts DuPont
and Monsanto, Seminis was involved in producing genetically modified seeds. But the growing
opposition to this product in part caused Seminis to lose investors in the international financial
markets. In addition, the company encountered a cash-flow problem after ill-advised acquisitions
in Brazil and South Korea, which duplicated some Seminis operations and left the company with
excessive inventory.
As part of the restructuring agreement, Romo agreed to sell Grupo Savia's insurance subsidiary
Seguros Comercial America to Netherlands-based ING Group for US$791 million. The Dutch
company already had an option to acquire Seguros Comercial in 2003, but the Seminis financial
problems accelerated the transaction.
The Seguros Comercial deal, along with a recent sale of Savia's cardboard packaging subsidiary
Empaques Ponderosa, will provide Romo with US$1.1 billion to pay creditors, which include
Chase Manhattan Bank, Bank of America, Nomura Securities, Mexico's BBVA-Bancomer, Mexico's
Banamex-Accival and Euroamerican Capital Corp. (Sources: The News, 05/30/01; CNI en Linea,
05/31/01; Reuters, 05/30/01, 06/01/01, 06/04/01; La Jornada, 05/31/01, 06/05/01; Reforma, 06/01/01,
06/05/01; Excelsior, Novedades, 06/05/01; El Universal, 05/31/01, 06/06/01; El Economista, 05/31/01,
06/01/01, 06/06/01)
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